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FROM: Utilitie s  Divis ion Docnsreu HY

DATE: November 4, 2016 I U |

IN THE MATTER OF THE APPLICATION QF ARIZONA WATER
COMPANY, AN ARIZONA CORPORATION, FOR A DETERMINATION OF
THE FAIR VALUE OF ITS UTILITY PLANT AND PROPERTY AND FOR
ADJUSTMENTS TO ITS RATES AND CHARGES FOR UTILITY SERVICE
FURNISHED BY ITS NORTHERN GROUP AND FOR CERTAIN RELATED
APPROVALS (DOCKET NO. W-01445A-12_0348)

INTRODUCTION

Enc los e d  a re  the  Arizona  Corpora tion  Commis s ion  ("ACC" or "Commis s ion") S ta ff's
me mora ndum a nd re comme nde d opinion a nd orde r for the  Arizona  Wa te r Compa ny ("Compa ny")
motion to  lift the  s ta y a nd for re ins ta te me nt of the  S ys te m Improve me nt Be ne fits  me cha nis m
(Northe rn Group S ys te ms ) (Docke t No W-01445A_12_0348). This  is  only a  S ta ff re comme nda tion
to  the  Commis s ion, it ha s  not ye t be come  a n orde r of the  Commis s ion. The  Commis s ion ca n
decide  to accept, amend or re ject S ta ffs  recommended opinion and orde r.

You ma y File  comme nts  to  die  re comme nda tion(s ) for the  propos e d orde r by Be ing a n
origina l a nd thirte e n (13) copie s  of the  comme nts  with die  Commis s ion's  Docke t Control Ce nte r a t
1200 W. Was hington S t., Phoenix, AZ 85007 on or be fore  4:00 p.m. on November 14, 2016.

This  ma tte r ma y be  s che dule d for Commis s ion de libe ra tion a t its  Ope n Me e tings  s che dule d
November 17, 2016, at 10:00 a.m.

If you ha ve  a ny que s tions  a bout this  ma tte r, ple a s e  conta ct Briton Ba xte r of S ta ff a t (602)
542-7195, or Thomas  Brode rick, Director, a t (602) 542-7270.

B AC KG R O U N D

On S e pte mbe r 23, 2013, the  Commis s ion is s ue d De cis ion No. 74081. Among othe r things ,
this  De cis ion a pprove d the  Compa ny's  re que s t to  imple me nt a  S ys te m Improve me nts  Be ne fit
me cha nis m ("S IB") for its  Northe rn Group S ys te ms . In De cis ion No. 75030 April 23, 2015) the
Commis s ion a pprove d the  P la n of Adminis tra tion for the  S IB.

4

The  Re s ide ntia l Utility Cons ume r Office  ("RUCO") a ppe a le d the  le ga lity of the  S IB a nd on
Augus t 18, 2015, die  Arizona  Court of Appe a ls  is s ue d a n opinion in Ca s e  No. 1 CA-CC 13-0002
which s e t a s ide  the  Commis s ion's  approva l of die  S IB mechanism.
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On Octobe r 27, 2015, the  Commiss ion is sue d De cis ion No. 75305 tha t orde re d tha t the  S IB
me cha nism a nd a ll complia nce  re quire me nts  spe cifica lly a ssocia te d with the  S IB be  s ta ye d pe nding
die  outcome  of furthe r court proce e dings .

The  Arizona  S upre me  Court is sue d a  ruling on Augus t 8, 2016, in Ca se  No. CV-15-0281-P R,
2016 WL 4177569, tha t va ca te d the  de cis ion of due  Arizona  Court of Appe a ls , a nd he ld tha t the  S IB
"complie s  with the  Arizona  Cons titution's  ma nda te  tha t the  Commiss ion de te rmine  the  fa ir va lue  of
a  utility's  prope rty whe n se tting ra te s ."

On Augus t 23 ,  2016,  d ie  Com pa ny tile d  a  Motion to  Lift S ta y a nd for Re ins ta te m e nt of
S ys te m Improve me nts  Be ne fits  Me cha nism (Ea s te rn Group S ys te ms). In the  Motion, the  Compa ny
indica te d  fla t a s  a  re s ult of the  S upre m e  Court de c is ion  upholding the S IB in Res identia l UZ2./i9
Coniumef" Ojjioe o. Ario/io Corporation Cowoizlcfion, it is  now appropria te  to lift the  s tays  and re ins ta te
die  approved S IB mechanisms in this  docke t.

S ta ff be lie ve s  in  ligh t o f the  S upre m e  Court op in ion  uphold ing  the  le ga lity o f the  S IB
mechanism, tha t the  Company's  requests  a re  reasonable  and tha t the  s tay should be  lifted on the  S IB
me cha nism.

S TAFF ANALYS IS  AND R E C O MME NDAT IO NS
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Thomas M. Broderick
Dire ctor
Utilitie s  Divis ion

TOMB:BAB:red\BH

O RIG INATO R: Briton  Ba xte r
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Qn dies  4th day of November, 2016, the foregoing document was  filed with Docket Control as  a
Utilitie s  Divis ion Memorandum & Proposed Order, and copies  of the foregoing were mailed on
beha lf of the Utilitie s Divis ion to the  following who have not consented to email service . On this
date or as  soon as  poss ible thereafter, die Commission's  eDocket program will automatically email a
link to the foregoing to the following who have consented to email service.

Mr. S teven Hirsch '
Quarles  & Brady, LLP
TWO N. Central Ave., Ste. 2200
One Renaissance Square
Phoenix, AZ 85004

COAS H & COAS H
Court Reporting, Video and Videoconferencing
1802 N. 7th St.
Phoenix, AZ 85006

Mr. Danie l Pozefsky
RUCO
1110 W. Washington St., Ste. 220
Phoenix, AZ 85007

. J

Mr. E. Robert Spear
Arizona Water Company
PO Box 29006
Phoenix, AZ 85038-9006

Mr. Thomas  M. Broderick
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 W. Washington St.
Phoenix, AZ 85007

Ms. Janet F. Wagner
Interim Director, Legal Division
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

(`

By:
epee De la Fuente

Adminis trative Support Specialis t
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DOUG LITTLE
Chainman

BOB STUMP
Commissioner

BOB BURNS
Commissioner

TOM FORESE
Commissioner

ANDY TOBIN
Commissioner

IN THE MATTER OF THE APPLICATION
OF ARIZONA WATER COMPANY, AN
ARIZONA CORPORATION, FOR A
DETERMINATIQN OF THE FAIR VALUE
OF ITS UTILITY PLANT AND PROPERTY
AND FOR ADJUSTMENTS TO ITS RATES
AND CHARGES FOR UTILITY SERVICE
FURNISHED BY ITS NORTHERN GROUP
AND FOR CERTAIN RELATED
APPROVALS
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DECISION no.

QBDER

Open Meeting
November 17, 2016
Phoenix, Arizona

BY THE COMMISSION:

* * * * * * * * * *

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Having considered the entire record herein and being fully advised in the premises, the

Arizona Corporation Commission ("Commission") finds, concludes and orders that:

FINDINGS OF FACT
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On September 23, 2013, the Commission issued Decision No. 74081. Among other

things, this Decision approved the Company's request to implement a System Improvements Benefit

mechanism ("SIB") for its Northern Group Systems. In Decision No. 75030 (April 23, 2015) the

Commission approved the Plan of Administration for the SIB.

The Residential Utility Consumer Ofice ("RUCO") appealed the legality of the SIB

and on August 18, 2015, the Arizona Court of Appeals issued an opinion in Case No. 1 CA-CC 13-

0002 which set aside the Commission's approval of the SIB mechanism.

2.

1 .
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1 3. On October 27, 2015, the Commission issued Decision No. 75305 that ordered that
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8 5.

9 In the Motion,  the
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the SIB mechanism and all compliance requirements specifically associated aim the SIB be stayed

pending the outcome of further court proceedings.

4. The Arizona Supreme Court issued a ruling on August 8, 2016, in Case No. CV-15-

0281-PR, 2016 WL 4177569, that vacated die decision of the Arizona Com of Appeals, and held that

the SIB "complies with the Arizona Constitution's mandate that the Commission determine the fair

value of a utility's property when setting rates."

On August 23, 2016, the Company filed a Motion to Lift Stay and for Reinstatement

of System Improvements Benefits Mechanism (Eastern Group Systems).

Company indicated that as a result of the Supreme Court decision upholding the SIB in Residential

Utility Consumer Office v. Arizona Corporation Commission, it is now appropriate to lift the stays

and reinstate the approved SIB mechanisms in this docket.

1 3 Staff Analysis and Recommendations

14 6.

15

Staff believes in light of the Supreme Court opinion upholding the legality of the SIB

mechanism, that the Company's requests are reasonable and that the stay should be lifted on the SIB

16 mechanism.

1 7 <;on<;L_0s10ns OELAW

18 1 . Arizona Water Company is a public service corporation within the meaning of Article

19 XV of the Arizona Constitution.

20 2. The Commission has jurisdiction over Arizona Water Company, and the subject

21

22 3.

23

matter of dies filing.

It is in the public interest to reinstate the operation of the System Improvement

Benefits Mechanism approved in Decision No. 74801 and stayed in Decision No. 75305.
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Decision No.
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1 ORDER

2

3
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IT IS THEREFORE ORDERED that the System Improvement Benefit Mechanism stayed

by Decision No. 75305 for Arizona Water Company's Eastern Group, is hereby lifted and the SIB

mechanism as approved is reinstated.
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6 B Y THE  O R DE R  O F  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N
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11
COMMIS S IONER FORES E COMMISSIONER TOBIN COMMIS S IONER BURNS
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IN vc/1InEss WHEREOF, 1, ]ODI A. JERICH, Executive
Director of the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this
Commission to be aff ixed at the Capitol, in the City of
Phoenix, this day of __ ,2016.
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20 DISSENT: _

21
22 DISSENT:

23 TOMB:BAB:red/WVC

24

]ODI A. J ERICH
EXECUTIVE DIRECTOR

25

26

27

28

De cis ion No.
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2 Arizona Water Company
Docket No. W-01445A-12-0348
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Mr. Steven Hirsch
Quarles & Brady, LLP
Two N. Central Ave., Ste. 2200
One Renaissance Square
Phoenix, AZ 85004
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cAsH &  COASH
Court Reporting, Video and Videoconferencing
1802 N. 7th St.
Phoenix, AZ 85006
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Mr. Daniel Pozefsky
RUCO
1110 W. \X/ashington St., Ste. 220
Phoenix, AZ 85007
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la/Lt. E. Robert Spear
Arizona Water Company
PO BOX 29006
Phoenix, AZ 85038-90061 5
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Mt. Thomas M. Broderick
Director, Utilities Division
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007
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Ms. Janet F. Wagner
Interim Director, Legal Division
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007
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